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Montana’s People and Productivity

o

Forecast Highlights through 2010
by Paul E. P olzin

ur forecasts this year include an additional,
cities, immigration often starts a chain reaction, leading to more
illuminating index, one that highlights the
migrants here in Montana.
difference between job growth and productivity
As Figure 1 shows, we expect net in-migration to decline
measures. But before we look at the actual and
from its early 1990s’ pace, and then pick up
projected Gross State Product figures for Mon
Figure I
again after the turn of the century. Table 1
M ontana Net In-Migration
tana, let’s examine population trends—because
breaks out state population, actual and pro
people are always interested in other people.
jected, by age. Note that the fastest growing
Average
Recent increases in legal immigration into the
group will be the working ages. Slower growth
per year
United States have pushed national population
in the number of young persons reflects the
1990-95
8,500
projections upward, from an earlier projected
end of the second post war baby boom and
1995-2000
4,100
2010 U.S. total of 280 million to about 300
mirrors national trends. Baby boomers them
million. Impacts from the extra 20 million
selves shouldn’t flood retirement communities
2000-2010
7,000
people will be felt here in Montana. For instance
until after 2010.
we now expect greater national demand for
Note also that we expect Montana’s popula
Source: Bureau of Business
and Economic Research, The
Montana agricultural and other natural resource
tion will exceed the magic million mark by
University of Montanaproducts. And, although Montana won’t see as
2010. W hether this total means we’ll get back
Missoula.
many persons arriving directly from abroad as
our second seat in the U.S. House of Represen
will Miami, Los Angeles, and other large coastal
tatives is unclear. Montana’s overall growth rate

Table 1
Population by Age, Actual and Projected
United States and Montana, 1990-2010

Average Annual
Percent Change
1990-95 1995-2000 2000-2010

1990

1995

2000

2010

United States
17 years and under
18 to 64 years
65 years and older

248,143,000
63,773,000
153,352,000
31.018,000

263,434,000
69,034,000
160,752,000
33,648,000

276,242,000
71,789,000
169,131,000
35,322,000

300,430,000
73,617,000
186,709,000
40,104,000

1.2
1.6
0.9
1.6

1.0
0.8
1.0
1.0

0.8
0.3
1.0
1.3

Montana
17 years and under
18 to 64 years
65 years and older

799,000
222,000
471,000
106,000

870,500
243,700
511,900
114,900

920,000
253,000
546,000
121,000

1,014,000
261,000
615,000
138,000

1.7
1.9
1.7
1.6

1.1
0.8
1.3
1.0

1.0
0.3
1.2
1.3

Sources: U.S. Bureau of the Census; U.S. Bureau of Economic Analysis; and the Bureau of Business and Economic
Research, The University of Montana-Missoula.
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Figure 2
Gross State Product and Nonfarm Labor Income,
Montana, 1990-2010

Sources: U.S. Bureau of Economic Analysis, and Bureau of Business
and Economic Research, The University of Montana-Missoula.

for the period ending in 2010 is projected to be only slightly
greater than the U.S. average, so the base population for another
seat may be revised upward as well.

Long-Term Projections
The U.S. Bureau of Economic Analysis periodically prepares
a coordinated series of long-term economic projections for each
state. We don’t necessarily agree w ith every decimal point, but
the agency’s Gross State Product (GSP) estimates do provide a
key index of overall economic activity.
More specifically, GSP measures net output or production,

often referred to as “value added.” This value added is a dollar
figure equal to gross sales or receipts minus goods and services
purchased—hence, net output. By contrast, employment and
labor income figures, for which we have more current data,
measure only labor inputs.
These separate measures tell similar stories, as Figure 2
shows. We see rapid increases in both during the early 1990s,
and a slowing pace for the latter years of the decade settling into
a sub-2 percent growth annual growth rate for the next decade.
Figure 3, however, highlights the real difference between
these indices. A fast-growing industry by GSP measure is

Figure 3
Gross State Product and Employment, Montana, Actual and Projected
Gross State Product

1992-2010

Employment

1992-2010

Source: U.S. Bureau of Economic Analysis.
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Figure 4
Distribution of Employment and Gross State Product, Montana, 1977,1993, and 2010
1977

generally a slow-growing industry when you look at employ
ment and labor income levels. Compare agriculture and mining
across both graphs. By GSP measure, or value-added productiv
ity, these industries lead the pack, growing 3.2 percent per year
over the period 1992 - 2010. Yet agriculture and especially
mining industries will generate very slow growth in terms of
jobs and labor income for the same period.
Are agriculture and mining fast or slow-growing industries

1992

then? The answer very much depends on which yardstick you
use, GSP or labor income. Both are important for a full
understanding of Montana’s economic future.
Figure 4 compares GSP and employment distribution by
sector for 1977,1992, and 2010. Note the differing trends in
commodities. In terms of the total employment pie, that sector
is growing ever smaller. In terms of the total productivity, or
value-added pie, commodities’ share is growing.

Figure 5
Gross State Product per Worker and Change in Gross State Product per Worker

Source: U.S. Bureau of Economic Analysis.
* Excludes real estate.
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Labor productivity is a key to understanding
these different measures. Figure 5 examines 1992
GSP per worker for various industry categories,
and projects the expected change in labor
productivity from 1992 to 2010 for those
industries. Mining shows both the highest GSP
per worker and the fastest projected growth in
productivity. Thus, this industry can increase net
output and production with relatively little
additional employment. Conversely, services has
the lowest GSP per worker and the second
lowest projected growth. Additional service
output and production will require relatively
more workers.
Goods producing industries have traditionally
been capital intensive. Their high productively is
generally due to mechanization and other forms
of investment. Service industries, by contrast,
have more often been seen as labor intensive,
rather than capital intensive—one reason why
GSP per worker tends to be lower for this
category.

Figure 6
Projected Gross State Product, 1995-2010
Montana, United States and Selected States

Source: U.S. Bureau of Economic Analysis.

However, the general rule about service
industries has some exceptions. Note the line
for F.I.R.E. (Finance, Insurance, and Real Estate) GSP per
worker was $34,600, among the highest of all industries. Some
of this high labor productivity may be due to finance industry
consolidations and investments in the late 1980s.
How do these projections for Montana stack up with
expectations for other states in our region? We’ll use GSP to
answer this question because it’s a consistent measure across

Figures 7 & 8
Nonfarm Labor Income, Annual Growth,
Montana, 1992-1998

states and allows direct comparison with the national economy
as well. First off, the Rocky Mountain states are expected to be
the fastest growing region of the country during the next fifteen
years. So while Montana’s projected growth rate will exceed the
national average, we’ll be among the slowest in our region, as
shown by Figure 6.

Nonfarm Labor Income, Annual Growth,
United States, 1992-1998

Sources: U.S. Bureau of Economic Analysis; and Bureau of Business and Economic Research, The University of
Montana-Missoula.
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Figure 9
Nonfarm Labor Income & Labor Income in Basic Industries, Montana, 1969-1998

Sources: Bureau of Economic Analysis, U.S. Department of Commerce; and Economics Montana, Bureau of Business and Economic Research, The
University of Montana-Missoula.

Near Term and Local Area Forecasts
GSP data is available only after a considerable lag time. As
of this writing the most recent actual (not projected) GSP data
we have is for 1992, and though useful for broad stroke and long
term estimates, it is not current enough to measure what’s
happening now. Moreover, GSP data is not available at all for
the sub-state o r county level. Thus, our forecasts for 1995-1998
and our local area projections will rely on labor income
measures of Montana’s economic activity.
First, a brief look at statewide trends through 1998. Figure 7
shows the rather dramatic slowdown we expect, from a high of
6.7 percent annual growth in Montana’s 1992 nonfarm labor
income to a quite modest 2.0 by 1998. If this decline looks
steep, note that the U.S. economy is projected to grow eVen
slower over the near term (Figure 8), and that Montana’s 1992

6

Montana Business Quarterlyspring 1996

spurt followed years of stagnation and decline (Figure 9).
In short, we expect the statewide economy to remain healthy
and viable over the near term. Agriculture and construction will
remain strong, though without the early decade’s surges. The
outlook for manufacturing varies from industry to industry, but
we expect modest overall growth for the sector statewide.
Finally, for the near term, the federal government will
continue to be an important part of our state’s basic labor
income—$.5 billion of a projected 1998 total of $2.6 billion.
However, given the political climate, declines do seem inevitable
for this sector. We expect they’ll happen slowly, with Montana’s
federal work force shrinking through attrition and early
retirement.
Now to the local area forecasts.

FORECAST HIGHLIGHTS

Figures 10 & 11
Nonfarm Labor Income and Labor Income in
Basic Industries, 1969 - 1998
YELLOWSTONE COUNTY

Billings. Yellowstone County experienced a boom in
residential and industrial construction in the early 1990s,
though we expect a slowdown in this activity over the near
term. However, Billings’ area trade center activities—especially
medical and business services such as accountants and lawyers—
will continue to fuel moderate growth overall.

Nonfarm Labor Income and Labor Income in
Basic Industries, 1969 -1998
Millions
o f$1994

GALLATIN COUNTY

Bozeman. Gallatin County will vie with Flathead for the
fastest urban growth. Sporting goods, musical instruments and
high-tech manufacturing increases will combine with a strong
nonresident travel industry to keep the area’s economy quite
robust over the near term.

Sources: Bureau of Economic Analysis, U.S. Department of Commerce; and
Bureau of Business and Economic Research, The University of MontanaMissoula.
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Figures 12 & 13
Nonfarm Labor Income and Labor Income in
Basic Industries, 1969 - 1998

Butte-Anaconda. The Rhone-Poulenc chemical plant
closure will be completed in 1996. This plant represents a
relatively small portion of Butte’s overall employment
base, and though its closure will dampen growth rates
somewhat, we still project that nonfarm labor income
will increase moderately because other elements of the
Butte economy are growing and diversifying.

Nonfarm Labor Income and Labor Income in
Basic Industries, 1969 - 1998

G reat Falls. Cascade County will continue its pattern
of relatively slow growth. We expect modest increases in
trade center activities to be counterbalanced by declines at
Malmstrom Air Force Base.

Sources: Bureau of Economic Analysis, U.S. Department of Commerce; and
Bureau of Business and Economic Research, The University of MontanaMissoula.
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Figure 14,15 & 16
Nonfarm Labor Income and Labor Income
in Basic Industries, 1969 -1998
g lllll

LEWIS & CLARKCOUNTY

Helena. Increased state employment in Helena
provided a short term stimulus to the area economy
during the early 1990s. Given current philosophical and
fiscal constraints on government expansion, however, we
expect stability in this key Helena sector. We project that
Lewis and Clark County will be the state’s slowest
growing urban area over the next few years.

Nonfarm Labor Income and Labor Income
in Basic Industries, 1969 - 1998
if $1994

FLATHEAD COUNTY

Kalispell. High-tech manufacturing recently surpassed
sputtering nonresident travel as the major growth stimu
lus. Flathead County is projected to be Montana’s fastest
growing urban area.

Nonfarm Labor Income and Labor Income
in Basic Industries, 1969 - 1998

Missoula. For Missoula County, the outlook remains
strong. It will continue to be one of the state’s fastest
growing urban areas. Increases in medical and business
services will solidify Missoula’s role as Montana’s second
largest trade center.

Sources: Bureau of Economic Analysis, U.S. Department of Commerce; and
Bureau of Business and Economic Research, The University of Montana*
Missoula.
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Table 2
Population, Components of Change, and Percent Change, Montana and Selected Areas, 1990-1995
Population
1990
1995

Vital Statistics
Births
Deaths

Natural
Increase

Net Average Annual Percent
Migration
Change

Cascade
Flathead
Gallatin
Lewis and Clark
Missoula
Yellowstone
Butte-Anaconda

77,691
59,218
50,463
47,495
78,687
113,419
44,219

81,000
69,000
59,000
53,000
87,000
125,000
45,000

6,500
4,100
3,500
3,300
5,500
8,400
2,800

3,300
2,600
1,400
1,900
2,800
4,700
2,600

3,200
1,500
2,100
1,400
2,700
3,700
200

109
8,282
6,437
4,105
5,613
7,881
581

1.8%
3.8%
3.9%
2.7%
2.5%
2.4%
0.4%

Rest of Montana

327,873

351,000

22,900

16,400

6,500

16,627

1.7%

Montana

799,065

870,000

57,000

35,700

21,300

49,635

2.1%

Sources: U.S. Department of Commerce, Bureau of the Census; Montana Department of Health and Environmental Sciences, Bureau
of Records and Statistics; and the Bureau of Business and Economic Research, The University of Montana-Missoula.

Finally, Table 2 and Figure 17 compare the state’s urban areas
in terms of population changes and labor income growth. Note
that most local areas w ith relatively fast growing populations
will also see a relatively steep rise in nonfarm labor income (i.e.,
Flathead and Gallatin Counties). Also note that the West region

of the state will be by far the fastest growing in terms of labor
income. □
Paul E. Polzin is the director o f the Bureau o f Business and
Economic Research, The University o f Montana-Missoula.

Figure 17
Annual Rates of Change in Nonfarm Labor Income, 1994-1998

Sources: The WEFA Group; Economics Montana, Bureau of Business and Economic Research,
The University of Montana-Missoula.
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MONTANA POLL

Do New Faces Change the Political Climate?
by Susan Selig W allw ork
As Montana continues to receive migrants from outside the
state, will these new faces impact the political climate in the
state? Will they affect public opinion in the state? O r are we

merely attracting more people like ourselves? Drawing on
several editions of the Montana Poll, we looked at the character
istics of these migrants and their views on some selected issues.

Tables 1 & 2
Demographic Characteristics of Montana Migrants and Nonmigrants
Nonmigrants
Age
(n=2,468)
18-34 years
16%
35-64 years
60%
65 years and over
24%
Median age
50 yrs
Gender
(n=2,532)
Male
49%
Female
51%
Education
(n=2,481)
High school graduate or less
48%
Some college
28%
College graduate
24%
Household income
(n=2,276)
Under $15,000
20%
$15,000 - $49,000
51%
$50,000 and over
19%
Median income
$29,800
Location/Residence
(n=2,532)
Western Montana
36%
Eastern Montana
64%
Northeast Montana
29%
Southeast Montana
34%
Urban/populous counties
58%
Rural counties
42%

In-state
Migrants

■■ Out-of-State Migrants
All
Returning
New

All
Respondents

(n=354)

(n=378)

(n=216)

(n=162)

(n=3,218)

42%
49%
9%
37 yrs

43%
51%
7%
38 yrs

45%
48%
7%
37 yrs

38%
55%
7%
39 yrs

22%
75%
20%
47 yrs

(n=363)

(n=392)

(n=224)

(n=168)

(n=3,287)

46%
54%

52%
48%

53%
47%

52%
48%

49%
51%

(n=358)

(n=387)

(n=222)

(n-165)

(n-3,226)

39%
33%
27%
(n=336)

28%
33%
39%

30%
34%
36%

27%
30%
43%

45%
29%
26%

(n=358)

(n=202)

(n=156)

(n-2,970)

27%
51%
12%
$25,600

27%
55%
17%
$27,400

29%
56%
16%
$27,100

26%
57%
18%
$27,800

22%
60%
18%
$28,900

(n=363)

(n=392)

(n=224)

(n=168)

(n=3,287)

40%
60%
24%
34%
64%
36%

42%
58%
27%
30%
69%
31%

46%
54%
24%
29%
68%
32%

36%
64%
30%
31%
69%
31%

37%
63%
28%
34%
60%
40%

Migrants tend to be younger
and to have more formal educa
tion than the average Montanan,
but their household incomes are
lower. More males than females
apparently are moving into the
state, but more females are
moving within the state. And,
relative to the distribution of the
state’s population, they are being
drawn disproportionately to
Montana’s more populous urban
counties, especially those in
western Montana.

Political Characteristics of Montana Migrants and Nonmigrants

Voter registration status
Registered to vote
Not registered to vote
Political preference
Democrat
Lean Democrat
Republican
Lean Republican
Independent
USA/Perot group
In state elections, usually...
Vote Democratic
Vote Republican
Split between two
Don’t vote
Political philosophy
Liberal
Moderate
Conservative

------Out-of-State Migrants ■■
New
Returning
All

AH
Respondents

Nonmigrants

In-state
Migrants

(n=2,232)

(n=314)

(n=331)

(n=186)

(n=145)

(n-2,877)

87%
13%

72%
28%

68%
32%

67%
33%

70%
30%

83%
17%

(n-2,334)

(n=337)

(n=363)

(n=206)

(n=157)

(n=3,034)

31%
11%
30%
10%
17%
2%

31%
10%
31%
11%
15%
1%

28%
11%
33%
10%
14%
3%

27%
11%
33%
10%
15%
4%

29%
11%
32%
11%
13%
2%

31%
11%
30%
10%
17%
2%

(n=612)

(n=101)

(n-108)

(n=69)

(n=39)

(n=821)

36%
36%
17%
3%

37%
38%
16%
5%

38%
43%
6%
5%

35%
41%
6%
7%

44%
46%
8%
0%

37%
37%
16%
4%

(n=2,232)

(n-314)

(n=331)

(n=186)

(n=145)

(n-2,877)

12%
49%
31%

15%
51%
26%

19%
41%
31%

19%
41%
31%

19%
40%
30%

13%
48%
31%

Note: Percentages may not add to totals or 100 due to rounding or the omission of miscellaneous responses.
Source: The Montana Poll, Bureau of Business and Economic Research, The University of Montana- Missoula,
1994-1995.

The data suggest the Republi
can Party in Montana may be
deriving a slight benefit from
Montana’s net inmigration.
These out-of-state migrants are
slightly more likely to claim a
Republican allegiance than are
other Montanans, who are
virtually equally divided in their
loyalty to the major parties.
Beyond party loyalty, most
Montanans characterize them
selves as generally moderate or
conservative, in that order, with
very few accepting the liberal tag.
While that is also apparent
among the migrants, by compari
son, slightly more were willing to
identify themselves as liberals.
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Both in-state migrants and those from outside are a bit more
upbeat than other Montanans about their own economic
situations and about the state’s one-year economic outlook.
They are also more likely to view tourism as improving Mon
tanans’ quality of life overall and to see themselves as deriving
some personal benefit when the state’s economy improves and
grows. However, like most Montanans overall, most migrants as

a group oppose generally the views of militia-type groups and
support the Brady law enacted by Congress. □
Susan Selig Wallwork is director o f survey research a t the Bureau
o f Business and Economic Research, The University ofMontanaMissoula.

Table 3
Opinions of Montana Migrants and Nonmigrants on Selected Issues
Nonmigrants

In-state
Migrants

All

Out-of-State Migrants
Returning
New

All
Respondents

Personal economic outlook
Better a year from now
About the same
Worse a year from now

(n-1,283)

(n=181)

(n=189)

(n=118)

44%
41%
9%

44%
48%
4%

47%
47%
3%

m §)
41%
48%
6%

(n=1,653)

28%
55%
12%

One-year state outlook
Positive
Negative
Undecided

(n=1,283)

(n=181)

(n=189)

(n=118)

(n=71)

(n=1,653)

49%
39%
12%

45%
44%
11%

53%
37%
10%

53%
35%
13%

54%
41%
6%

49%
39%
12%

(n=2,221)

(n=317)

(n=342)

(n-195)

(n-147)

(n=2,880)

55%
38%

50%
43%

60%
30%

61%
28%

59%
32%

55%
37%

(n=674)

(n=83)

(n=84)

(n-48)

(n=36)

(n-841)

38%
57%
4%

45%
46%
8%

56%
38%
2%

60%
35%
2%

50%
42%
3%

40%
54%
5%

(n-674)

(n=83)

(n=84)

(n=48)

(n=36)

40%
48%
9%

(n=841)

40%
48%
11%

61%
30%
5%

69%
23%
4%

50%
39%
6%

42%
46%
9%

(n=309)

(n=49)

(n-44)

(n=402)

12%
80%
8%

23%
68%
9%

(n=32)
22%

(o=12)

21%
66%
12%

72%
6%

25%
58%
17%

20%
68%
11%

(n-315)

(o=42)

(n=48)

(n=23)

(n=25)

(n=405)

60%
33%

64%
36%

69%
27%

57%
39%

80%
16%

62%
32%

(n=315)

(o=42)

(n=48)

(n=23)

(n=25)

(n=405)

70%
27%
2%

64%
33%
2%

58%
33%
8%

61%
22%
17%

56%
44%
0%

68%
29%
3%

Overall quality of life for Montanans
improves when tourism increases.
Agree
Disagree
When the state economy grows, my
standard of living...
Changes for the better
Stays the same
Changes for the worse
When the state economy grows, my
quality of life...
Changes for the better
Stays the same
Changes for the worse
Views of the Militia of Montana and
similar groups
Support
Oppose
Undecided
Brady law enacted by Congress
(background check for handgun
purchase)
Favor
Oppose
Firearm ownership in household
Household with firearm(s)
Household without
No response/DK

31%
53%
11%

Note: Percentages may not add to totals or 100 due to rounding or the omission of miscellaneous responses.
Source: The Montana Poll, Bureau of Business and Economic Research, The University of Montana-Missoula
selected 1994 and 1995 editions.
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NON-WAGE INCOME

Montanans’ Non-Wage Income
Recent Patterns in Retirement, Medical, and Welfare Payments
by Stephen F. Seninger
tatewide personal income provides a rough
estimate of Montanans’ overall buying power, and
forms the basis for widely used per capita income
figures. But personal income includes more
elements than wages paid for labor performed. Investment
income from dividends, interest and rent is a second major
source of income.
A third major element, and the focus of this report, consists
of income “transfers,” as they are called. Virtually all transfers
(96 percent) come from the federal government. These
payments are an important source of income to Montanans and
are tied to politically vulnerable programs such as Social
Security, Medicare/Medicaid, and welfare.
Before we discuss government transfers in more detail, it’s
important to note that labor income remains by far the largest
single component of Montanans’ personal income. In 1985 the
state’s total personal income amounted to $12.8 billion dollars.
Of that, 60 percent was attributable to labor income, about 22
percent to dividends, interest, and rent, and the remainder
primarily to government transfers.

S

Relative Shares and Component Change
Figure 1 depicts the change over time for each major
component of personal income. Note that labor income was

Figures 1 & 2
Change in Labor Income, Government Transfers, and
Dividends, Interest, Rent

virtually stagnant during the late 1980s but surged early in the
next decade as Montana’s overall economy recovered from the
1990 - 91 recession. Transfers were growing more quickly than
labor income in the late 1980s, but fell slightly behind the pace
set by labor income in the early 1990s.
Investment income to households, however, continues to
decline, falling from 22 percent of the state’s total personal
income in 1985 to 18 percent by 1993. Transfer payments
overall have maintained a fairly steady portion, growing slightly
from an approximately 18 percent share of the state’s total
personal income during the mid-1980s to about 20 percent by
1993. Table 1 shows that transfers comprise a somewhat larger
share of Montana’s personal income than of nationwide income
figures.

Entitlement Programs,
a Large Part of the Story
Figure 2 focuses on major elements within the category of
government transfers and their change over time. What factors
are affecting this complex and variable picture? For one thing,
Montana’s aging population means a steady growth in Social
Security and other retirement-related payments. The state’s
over-65 population increased by 22,000 individuals between the
census years of 1980 and 1990. More elderly people also means

Change in Selected Government Transfer Payments

Source: Bureau of Economic Analysis, U.S. Department of Commerce; and Bureau of Business and Economic Research,
The University of Montana-Missoula.
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Table 1
Income Composition Patterns, U.S., Montana, and Selected Counties
Components as a Share of
--------- Total Personal Income —
1993
1990
1985
1987

1985
Retirement
Medical
Welfare
Other*

Labor Income
DRI
Transfers

68%
18%
14%

69%
17%
14%

67%
18%
15%

67%
16%
17%

Labor Income
DRI
Transfers

60%
22%
18%

60%
22%
18%

59%
21%
20%

62%
18%
20%

Retirement
Medical
Welfare
Other

Labor Income
DRI
Transfers

66%
18%
16%

65%
18%
17%

64%
18%
18%

66%
16%
18%

Retirement
Medical
Welfare
Other

Labor Income
DRI
Transfers

61%
22%
17%

60%
22%
18%

58%
23%
19%

60%
21%
19%

Retirement
Medical
Welfare
Other

Labor Income
DRI
Transfers

56%
20%
24%

55%
19%
26%

53%
19%
28%

55%
16%
29%

Retirement
Medical
Welfare
Other

Labor Income
DRI
Transfers

63%
20%
17%

61%
20%
19%

60%
20%
20%

62%
17%
21%

Retirement
Medical
Welfare
Other

Labor Income
DRI
Transfers

66%
17%
17%

64%
18%
18%

62%
18%
20%

64%
16%
20%

Retirement
Medical
Welfare
Other

Labor Income
DRI
Transfers

67%
20%
13%

65%
20%
15%

64%
20%
16%

67%
17%
16%

Retirement
Medical
Welfare
Other

Labor Income
DRI
Transfers

63%
23%
14%

62%
23%
15%

60%
25%
15%

64%
21%
15%

Retirement
Medical
Welfare
Other

Labor Income
DRI
Transfers

54%
24%
22%

55%
23%
22%

56%
22%
22%

57%
19%
24%

Retirement
Medical
Welfare
Other

MONTANA

Y L L L U •• ^ 1

Transer Payments,
Compon ent Shares
1990
1987

57%
24%
13%
10%

57%
25%
11%
13%

55%
28%
12%
13%

57%
30%
9%
11%

64%
19%
7%
6%

62%
23%
7%
5%

63%
23%
6%
5%

59%
27%
7%
4%

63%
17%
8%
12%

60%
23%
7%
10%

64%
21%
7%
8%

60%
24%
8%
8%

66%
16%
7%
11%

65%
20%
6%
9%

68%
19%
6%
7%

64%
23%
6%
7%

61%
23%
9%
7%

57%
28%
9%
6%

57%
31%
6%
6%

53%
35%
6%
6%

66%
19%
7%
8%

62%
24%
8%
8%

62%
26%
6%
6%

58%
29%
6%
7%

67%
16%
7%
10%

66%
20%
5%
9%

68%
20%
5%
7%

63%
24%
5%
8%

68%
17%
5%
10%

65%
21%
6%
8%

67%
21%
6%
6%

62%
25%
6%
7%

68%
13%
4%
15%

67%
15%
4%
14%

69%
16%
4%
11%

65%
19%
5%
11%

59%
20%
7%
14%

58%
24%
7%
13%

58%
25%
6%
11%

53%
29%
7%
11%

includes unemployment insurance benefits, education, and employment/training transfers.
Source: Bureau of Economic Analysis, U.S. Department of Commerce; and. Bureau of Business and Economic
Research, The University of Montana-Missoula.
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increased demand for Medicare benefits, an
Deer Lodge/ Silver Bow counties show a
“Contrary to some noticeably higher 29 percent portion for
entitlement program that accompanies Social
Security. Combine that with an increase in lowtransfer income, a reflection of
popular views,
income Montana families qualifying for
disproportionately large Social Security and
welfare and food
Medicaid and generally rising costs for health
Medical transfer payments in that area.
services, and you get an alarming 32 percent
Flathead and Gallatin Counties have the
stamp payments are
increase in medical transfer payments in one
highest share of retirement and investment
not growing very
recent four-year period.
incomes.
fast in M ontana”
Even faster growth is apparent in the
Overall in the state, medical transfer
Supplemental Security Income (SSI) category.
payments represent an increasing share of the
transfer payment total for both urban and
Congress, the courts, and other rule-making
most rural counties, rising by 8 to 9 percent between the mid
bodies have expanded coverage for SSI payments in recent years,
1980s and 1993.
so that people w ith mental impairments, addictions, and
multiple handicaps can now qualify. Between 1990 and 1993,
Although Table 1 doesn’t break out individual rural
counties, the background data show a high incidence of poverty
SSI payments to Montanans grew by a whopping 36.5 percent.
for Glacier, Big Horn, and Roosevelt. In these counties, welfare
And even though Congress has been wrangling about caps on
SSI growth rates, the latest nationwide estimates still project a 60 transfers were a much more significant portion of the total
income picture, reflecting both the larger number of lowpercent growth in SSI by the turn of the century—outpacing
income households and the limited opportunities for earning
virtually all other transfer programs for the sick, elderly, and
labor income.
poor.
Contrary to some popular views, welfare (Aid to Families
with Dependent Children, o r AFDC) and food stamp payments
are not growing very fast in Montana. These two politically
Summary
contentious programs actually decreased in Montana during the
The patterns and trends described above clearly point to the
late 1980s. They’ve grown again during the early 1990s, but note very large role of retirement and medical transfer payments for
that statewide AFDC payments lagged the growth in Social
household income in Montana. But these transfers are keyed to
Security payments, and that outlays for Food Stamps grew at
federal government programs and subject to cutbacks in the
about half the rate of medical transfers.
federal budget. Proposed reductions in Medicare spending and

Patterns of Distribution
Table 1 compares income composition patterns for various
jurisdictions in Montana. National and statewide patterns are
also shown. For most urban counties in the state and for
Montana as a whole, transfer payments accounted for about 20
percent of total personal income in 1993—the last year for
which we have complete data. Montana’s 20 percent is
somewhat higher than the national average of 17 percent and
partly reflects the state’s low average household income
compared to the nation as a whole.

changes in Social Security financing could dramatically affect
Montanans who rely on these entitlement programs as a source
of personal income. □

Stephen F. Seninger is director o f economic analysis at the
Bureau o f Business and Economic Research, The University o f
Montana-Missoula.
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Manufacturing in Montana
by C harles E. Keegan, D a n iel P. W ichm an, a n d R obert C am pbell
Figure 1
Labor Income in Manufacturing Industries,
Montana, 1969-1994

Source: Bureau of Economic Analysis, U.S. Department of Commerce; and Bureau of
Business and Economic Research, The University of Montana-Missoula.

Figure 2
Montana’s Manufacturing Employment, 1969-1994

Source: Bureau of Economic Analysis, U.S. Department of Commerce; and Bureau of
Business and Economic Research, The University of Montana-Missoula.
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anufacturing is adding
value through “the
mechanical or chemical
transformation of substances
into new products.” Both nati
in Montana, this sector includes tradi
tional heavy industries as well as a broad
array of other activities ranging from the
production of very complex and sophisti
cated high technology equipment to
cottage industries producing handmade
items like jewelry or sporting goods.
Montana is not a heavily industrial
ized state and most people do not think
of manufacturing as a major industry in
Montana, but manufacturing is in fact
substantial. The state’s manufacturing
sector:

M

• produces more than $4 billion in
output annually,
• directly employs 28,000 workers
earning over $800 million in
annual labor income;
• includes more than 2,000 entities
such as factories and plants,
logging companies, and at-home
cottage industries.
Three major differences exist between
the structure of Montana’s manufactur
ing industry and manufacturing in the
United States.
The largest component in the state is
wood, furniture, and paper products.
This sector contributes approximately 46
percent of labor income and 40 percent
of the sales value and employment in
Montana’s manufacturing industries.
Nationally, less than 10 percent of total
manufacturing activity is in wood,
furniture, and paper products.

MANUFACTURING

Table 1
Labor Income in Montana’s Manufacturing Sectors, 1969,1979,1989, and 1994
—Millions of 1994 dollaITS------------1979
1989------

------] 969------

— 1294------

Wood, Paper, & Furniture Products
Printing & Publishing
Food and Kindred Products
Machinery, Equipment, and Instruments
Petroleum and Coal Products
Primary Metals
Chemicals & Allied Products, Stone, Clay, Glass
Miscellaneous Manufacturing including
Sporting Goods, Musical Instruments,
Games & Toys, Jewelry & Precious Metals,
and Other Miscellaneous Manufacturing.

$296
48
114
12
47
146
39
38

40%
7%
15%
2%
6%
20%
5%
5%

$472
90
123
30
66
158
73
58

44%
8%
11%
3%
6%
15%
7%
5%

$374
58
71
40
44
71
54
56

49%
8%
9%
5%
6%
9%
7%
7%

$370
65
74
62
60
41
58
76

46%
8%
9%
8%
7%
5%
7%
9%

Total

$741

100%

$1,070

100%

$769

100%

$807

100%

Source: Bureau of Economic Analysis, U.S. Department of Commerce; and Bureau of Business and Economic Research,
The University of Montana-Missoula.

Nationwide, the largest portion—35 percent measured by
labor income—is in manufacturing of machinery including
motor vehicles, equipment, and instruments vs. 8 percent in
Montana.
Refining of petroleum products in Montana provides 7
percent of manufacturing labor income vs. 1 percent nation
ally.

•
•
•
•

Manufacturing in Montana 1969-1994
Manufacturing labor income in Montana in 1994 was $807
million; this is 9 percent higher than in 1969 after adjusting for
inflation. However, there was a peak period (1977-1981) when
manufacturing labor income averaged nearly $1 billion
annually measured in 1994 dollars (Figure 1 and Table 1).
Most major segments peaked in the late 1970s o r early 1980s
then turned down sharply in the first half of the 1980s.
Industries particularly affected included:
• Primary metals
• Food and kindred products

Wood, furniture, and paper products
Petroleum refining
Chemicals and stone, glass, and day
Printing and publishing

Some of these—wood, furniture, and paper products, petro
leum refining, chemicals and stone, glass, and clay, and printing
and publishing—recovered in the 1980s and 1990s to substan
tially above 1969 levels. However, declines in two of the larger
components—primary metals and food and kindred products—
left them considerably smaller than in 1969. With smelter
closures in Cascade and Anaconda-Deer Lodge Counties and
downsizing of the Flathead County aluminum smelter in the
1980s, labor income in the primary metals industry in 1994 was
less than one-third its 1969 level. Food processing declined by 30
percent due primarily to the closure of the three meat packing
plants in Yellowstone County.
After declining in the first half of the 1980s, Montana’s
manufacturing labor income was stable from 1986-1991 and then
grew by about 9 percent from 1991 to 1994. The modest uptick

Table 2
Employment in Montana’s Manufacturing Sectors, 1969,1979,1989, and 1994
____ 1969____

Number of workers
-------1979 ------------ 1989i-------

Wood, Paper, & Furniture Products
Printing & Publishing
Food and Kindred Products
Machinery, Equipment, and Instruments
Petroleum and Coal Products
Primary Metals
Chemicals & Allied Products, Stone, Clay, Glass
Miscellaneous Manufacturing including
Sporting Goods, Musical Instruments,
Games & Toys, Jewelry & Precious Metals,
and Other Miscellaneous Manufacturing.

10,346
1,977
4,387
561
1,028
4,611
1,325
1,479

40%
8%
17%
2%
4%
18%
5%
6%

12,970
2,598
4,147
1,250
1,020
3,302
2,079
1,703

45%
9%
14%
4%
4%
11%
7%
6%

11,784
3,080
2,642
1,627
781
1,169
2,088
3,085

45%
12%
10%
6%
3%
4%
8%
12%

11,350
3,502
2,703
2,342
848
963
1,897
4,343

41%
13%
10%
8%
3%
3%
7%
16%

Total

25,714

100%

29,069

100%

26,256

100%

27,948

100%

1994------

Source: Bureau of Economic Analysis, U.S. Department of Commerce; and Bureau of Business and Economic Research,
The University of Montana-Missoula.
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Table 3
Manufacturing Labor Income Among Montana Counties
1993 Manufacturing
Percent of State’s
Labor Income
Manufacturing
Millions of 1994 Dollars Labor Income
Flathead
Missoula
Yellowstone
Lincoln
Gallatin
Lewis & Clark
Cascade
Ravalli
Silver Bow
Sanders
Park
Remaining 45 Counties

148
146
130
55
50
34
32
26
19
12
12
147

18%
18%
16%
7%
6%
4%
4%
3%
2%
1%
1%
18%

State Total

811

100%

Source: Bureau of Economic Analysis, U.S. Department of
Commerce; and Bureau of Business and Economic Research, The
University of Montana-Missoula.

percent since the last half of the 1980s. Miscellaneous manufac
turing has doubled, and machinery, equipment, and instru
ments has increased fivefold since 1969 (Table 1).
The recent growth in miscellaneous manufacturing has been
primarily in sporting and athletic goods, games and toys, and
musical instruments. Approximately half the growth in machin
ery, equipment, and instruments has been due to the expansion
of the Semitool facility in Flathead County and much of the
remainder is in small, mostly high technology and electronics
plants concentrated in Gallatin County.
Flathead, Missoula, and Yellowstone Counties have the
highest labor income in manufacturing in the state. Over half
the state’s total manufacturing labor income is in these three
counties. Over 80 percent of the state’s manufacturing labor
income occurs in only 11 counties (Table 3).
O f the counties with more than 10 percent of total labor
income directly in manufacturing, all but one—Stillwater
County—had the majority in wood, furniture, and paper
products (Table 4).

1995 and Beyond
Table 4
Montana Counties With More Than 10 Percent
of Total Labor Income in Manufacturing
Percentage of the County’s
Total Labor Income Accounted
for by Manufacturing

Granite
Lincoln
Mineral
Sanders
Flathead
Powell
Missoula
Ravalli
Lake
Broadwater
Stillwater

Actual
1993

Estimated
1995

32
32
30
20
19
14
13
13
13
12
11

28
28
25
25
19
14
11
13
13
12
11

Source: Bureau of Economic Analysis, U.S. Department of
Commerce; and Bureau of Business and Economic Research,
The University of Montana-Missoula.

in the last few years resulted from stability or modest gains in
the larger “traditional” components (with the exception of
primary metals which suffered from some curtailments) and
substantial increases in some components which had histori
cally been a minor part of the state’s manufacturing base.
Petroleum products showed the largest increase among the
more traditional industries primarily due to additions or
upgrades at the three refineries in Yellowstone County; a part of
the increase involved only the construction phase and will be
temporary.
Machinery, equipment, and instruments, and miscellaneous
manufacturing grew consistently over the past 25 years. Labor
income in these components has increased by more than 50
18
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Wood, Furniture, and Paper Products: Closures and slight
employment declines in 1994 due to limited tim ber availability
and in 1995 due to markets and timber availability. Expect
stability or even slight increase in the future if national forest
timber program increases from 1995—the lowest harvest level in
over forty years. Twenty to 30 percent loss possible if national
forest timber program disappears.
Machinery, Equipm ent, and Instrum ents, and Miscella
neous M anufacturing: Grew very rapidly in 1995 and in
previous years, in particular in high tech and electronics and
sporting goods. Expected continued growth but at a slower pace
than last few years’ frantic pace.
Petroleum Refining: Part of the recent increase was due to
construction-related employment. But the refineries should see
employment gains in the last half of 1990s—up 5 to 10 percent
compared to the last years of the 1980s.
Food and Kindred Products: Stable to modest growth
expected unless there is a major change in U.S. sugar policies.
P rinting and Publishing: Stable to modest growth.
Prim ary Metals: After poor aluminum prices and curtail
ments in 1993 and 1994, the aluminum refinery returned to full
production in 1995 as aluminum prices improved. Slightly
higher employment and payrolls expected for next five years.
Chemicals and Allied Products, Stone, Clay, and Glass:
Closure of the Rhone-Poulenc chemical plant in Silverbow
County represents the loss of about 15 percent of labor income
in this category. O ther components, in particular cement
plants, did well in 1995. Expect modest growth in future.□

Charles E. Keegan III is the BBER director o f forest industry
research, Daniel P. Wichman is a BBER forest industry research
specialist, and Robert Campbell is resource director at Montana
Business Connections.

AGRICULTURE

Agriculture Forecast
by A la n

Baquet

1^^ m I
ontana agriculture generates cash receipts of
I
I
approximately $2 billion. When adjusted for
JL W
inflation, cash receipts have been at about this
same level for the last decade. However, the number of farms in
Montana has declined from 24,300 in 1985 to about 22,000 on
January 1,1995. This reduction of about 10 percent in the
number of farms and ranches has been accompanied by a
reduction of 1.3 million acres of land on farms and ranches.
This is approximately a 2 percent reduction of land in farming.
The average size of farms in Montana has increased over the last
decade. In 1985, the average size was 2,510 acres; in 1995 the
average size was 2,714 acres. This is an increase of 8 percent over
the last ten years.
Agriculture is Montana’s largest basic industry. O f the $2
billion in cash receipts, livestock sales in 1994 accounted for 41
percent and grain sales accounted for 47 percent. The remaining
12 percent consisted of government transfer payments.
The state’s leading agricultural county is Yellowstone
County, while Chouteau County leads in the sale of crops and
associated government transfer payments.

Major Commodities
Receipts, prices and production levels for Montana’s livestock
sector are presented in Figure 1. The prices and receipts have
been adjusted for inflation and indexed to the 1953 base year.
Livestock prices, and hence livestock receipts, have fluctuated
dramatically from year to year over this time period. Livestock
receipts in 1994 are lower than they were in previous years. This
reflects the downturn in cattle prices as a result of record
numbers and production of livestock at the national level for
the last few years. Increased production, followed by a decline in
price, is an oft-repeated cycle in cattle production. Figure 2
shows the sequence of unadjusted cattle prices since 1953. As
can be seen, high cattle prices are followed by lower cattle
prices. A graph of national cattle numbers would show an
offsetting pattern in the cycle. However, this provides little
comfort to cattle producers who are experiencing even lower
prices in 1995 than they did in 1994, the most recent year for
which annual average prices are available. As Figure 1 shows,
production per cow has been fairly constant since 1953, thus
the increase in livestock numbers in Montana is the major
contributor to the increase in total cash receipts from livestock.
The major grain crop in Montana is wheat. It accounts for
approximately 68 percent of cash receipts from crops. Wheat
receipts, prices, and yields since 1953 are shown in Figure 3. In
inflation adjusted terms, wheat prices have generally headed
downward; however, the trend has flattened and in fact turned
Montana Business Quarterly/Spring 1996
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upward for the last two years. The average wheat price of $3.60
in 1994 is the highest (in nominal terms) since 1989, and the
prices received in 1995 have been even higher. Wheat yields
fluctuate considerably from year to year, but are generally
trending upward at about half a bushel per year. Since 1953, theincrease in average yields has offset some of the decline in real
prices. There has been a reduction in total acres planted to
wheat, which further contributes to the decline in total receipts
from wheat.
Total receipts for agriculture and the three major compo
nents of those receipts are presented in Figure 4. While receipts
have fluctuated from year to year, after adjusting for inflation,
receipts are very close to 1953 levels. As can be seen in Figure 4,
both crops and livestock receipts show a slight downward trend
since 1953. Government transfer payments have shown a steady
increase since the 1970s.
The majority of transfer payments are associated with grain
production and serve to dampen the impacts of low commodity
prices. W ith higher commodity prices in 1994, transfer
payments were reduced from 338 million dollars in 1993 to
256.2 million dollars in 1994. Transfer payments in 1995 will be
even further reduced as grain prices are generally higher. Over
the last decade, transfer payments have been significant for
Montana’s grain producers. Given the current budgetary climate
at the federal level, and the scheduled expiration of the current
agricultural legislation, the future of these transfer payments is
highly uncertain. It is highly likely payments will decline in
real terms.
Farm land values have generally increased over the last several
years following the declines in the mid to late 1980s. Since
1990, the average value per acre has increased from $238 to $302
in nominal terms. This is a growth rate of slightly less than 7
percent. However, when adjusted for inflation, this growth rate
is a more modest 3.5 percent.

Figure 3
Wheat Production, Price, and Receipts
Montana, 1953-1994
Index (1953=1.00)

Source: U.S. Department of Agriculture.

Figure 4
Agriculture Cash Receipts
Montana, 1953-1994
Billions of dollars

Outlook
Livestock prices will continue to decline into next year as the
liquidation phase of the current cattle cycle continues. It is
likely to be two to three years before livestock prices begin to
rebound from these low levels.
Wheat prices have been very good for the last couple of
years. W hether they remain high for another year will depend
in large part on production in other parts of the U.S. and the
world. Prices have been high partly because of strong export
demand over the last couple of years and because of tight world
wide stocks. Stocks have not been replenished, and export
demand will remain relatively strong. Thus, wheat prices will
be heavily dependent on production levels in 1996.
Much uncertainty exists about the status of future federal
supports for agriculture. It is very likely that government
support in the form of transfer payments will be reduced. This
will mean that Montana producers will have to rely more
heavily on the market place for their crop income. □
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Source: U.S. Department of Agriculture.

Alan E. Baquet is an associate professor in the Department o f
Agricultural Economics and Economics at Montana State Univer
sity| Bozeman.
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Montana’s Tourism and Recreation Industry
by N orm a N ickerson a n d N eal C hristensen

1995 Revisited
Travel trends to Montana in 1995 took a slightly different
turn compared to the last few years. Nonresident air traffic,
traffic on the interstates, visits to Yellowstone National Park,
and skier visits all increased. But traffic from Canada and visits
to Glacier National Park declined, bringing overall visitation
increases to almost a bare 1 percent from the previous year
(Figure 1). This flattening trend is a first since 1987 when there
was a slight decline. While 1995 was a banner year in some
areas, it was a bust in others.
What's up?
Nonresident air travel grew 7 percent, the fourth largest since
we began estimates in 1980. This continues the upward trend
started in 1991, and the overall upward trend in air travel since
1980.
Interstate travel in Montana was up 4 percent over 1994.
Since record keeping began in 1987, interstate travel has averaged
an annual increase of 4.6 percent.
Skier visits in 1995 were up 4.6 percent. While passing the
one million visitor mark in 1993, Montana ski resorts have seen
increases averaging 4.7 percent per year (Figure 2).
Visits to Yellowstone National Park were up 2.6 percent, to
just under the all time high. O nly in 1992 did visitor numbers
reach the 3.1 million mark. Visitations to Yellowstone Park
have increased yearly by about 3.5 percent (Figure 3).
Visits to other Montana attractions and destinations were
also up in nearly all segments. Recreation sites such as the
Hungry Horse Dam, Libby Dam, Fort Peck Dam, Lewis &
Clark Caverns, and the Bison Range all experienced increased
visitation. Most museums and historical sites in the state also
experienced increases. The Montana Historical Society and
Grant Kohrs Ranch had the largest increase, w ith 8.4 percent
and 12.8 percent respectively.
Montana’s lodging industry decreased 2 percent in occu
pancy from 1994 to 1995. However, room rates were up, room
sales were up, and room demand was up. The reason for the
lower occupancy rate was increased room supply, up 3.4 percent
in 1995.
What's down?
Glacier National Park visits dropped 14.6 percent from the
previous year, the largest percentage drop since 1985. Weather,
road construction, and the Canadian exchange rate are the likely
reasons for this drop (Figure 3).
The Canadian exchange rate also has an impact on Montana’s
tourism economy. For the past three years, the border crossings
from Canada have declined. In 1995, the crossings were down 10
percent from 1994, the largest percent decline since 1986 (Figure
4). This decline is even higher than the national average decline
of 7 percent.

Figure 1
Nonresident Visitors to Montana

Figure 2
Montana Skier Visits

’80

’82

’84

'86

'88

'90

'92

'94

Note: Skier visits, which include resident and nonresident skiers,
are for the winter season (1980 = 1979-80 season).
Sources: USDA Forest Service, Big Sky Ski Resort.

1996 Outlook
National trends which will affect the Montana tourism
industry for 1996:
•
+ Overall national travel growth is expected to be 2
percent. We predict Montana’s growth rate will be
around 1 percent for 1996.
•
+ Family vacations and longer trips are making a
comeback nationwide. Montana is a family destination
site and a big, relatively isolated state, so this trend
should benefit our industry.
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•

•

•

•

•

•

•

•

+ Nationally, business travel will remain stable over the
next years. Montana will at least maintain and possibly
increase its level of business travel as air service improves.
+ Domestic air travel in the U.S. is increasing, a good sign
for Montana, which may see increases of up to 7 percent
for 1996.
+ National park visitation is up nationwide. We expect
increased visitation at Yellowstone and recovery from the
1995 down year at Glacier—back up to the 2 million
mark in 1996.
+ Shopping and outdoor activities are the top travel
activities for U.S. vacationers. Montana isn’t a
shoppers’ paradise, but visitors will continue to seek
Montana made products and certainly will seek our
wealth of outdoor activities.
+ Visitation to cultural sites is expected to increase in the
nation. Montana has abundant cultural sites, museums,
and activities, so the national trend should fuel increased
visitation here.
-Canadian visits to the U.S. are expected to decline 3
percent in 1996. Montana’s experience historically
parallels the national trend, so we expect another 3
percent decline in Canadian visitors during 1996.
-National Park campground stays are declining nationally.
As national parks close campgrounds, stays at private
campgrounds will rise.
-Consumers are carrying more debt than ever before. If
anything puts a dent in Montana visitation, consumer
debt may play the biggest part.

Montana Industry M ood and Issues
The mood of Montana’s tourism industry sits between
cautious and somewhat optimistic. Overall, industry people
expect a 4 to 5 percent increase for 1996. They see the top three
factors affecting industry performance as: weather; advertising/
promotion; and publicity. Im portant outside factors affecting
this sector are: foreign exchange rates; the U.S. economy; and
publicity. While the mood suggests increase, conditions,
especially Canadian exchange rate, point to a fairly stagnant
visitation rate for Montana—near 1995’s 7.8 million visitors.
In 1996, Montanans in the tourism and recreation industry
will identify issues to be addressed in the next five year strategic
plan. Likely candidates are maintaining the bed tax for tourism;
the environmental impacts; infrastructure; marketing; educating
the public about the positives of tourism; and whirling
disease. □
Norma Nickerson is director o f the Institute fo r Tourism and
Recreation Research and research associate professor in the School o f
Forestry, The University o f Montana-Missoula. Neal Christensen is
a research specialist w ith the ITRR.
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Figure 3
National Park Visits

Figure 4
Canada to Montana Border Crossings
Vehicle Crossings (100,000s)

Source: U.S. Customs Service

HEALTH CARE

Health Service Industry Highlights
by Stephen F. Seninger

Using constant dollars, Montanans spent 23 percent more
per capita on health services in 1992 than they did in 1987.
Montanans’ per capita income, by comparison, increased only 7
percent between 1987 and 1992.

Figure 1
Total Revenue in Montana’s Health Services Industry

Figure 1 shows basic trends of health service industry
revenues in Montana. Note that slightly more that one third of
total 1992 revenues in this state were attributable to federallyfinanced Medicare and Medicaid programs.
The overall trend of increasing revenues is attracting new
firms and providers into Montana’s Health Services industry. It
is also stimulating a variety of partnerships and brokering
arrangements, and providing strong incentives for managed careHMO approaches to health care spending.
As Figure 2 shows, hospitals have maintained a constant 55
percent share of total industry revenue. Though still a small part
of overall activity, home health care is growing rapidly. That
sector accounted for 1.5 percent of industry revenue in 1992,
double its 1987 share.

Source: U.S. Department of Commerce, Bureau of the Census;
Montana Health Care Authority, 1994 Report to the Legislature.

Figure 2
Revenue Shares by Sector

Source: Bureau of the Census, U.S. Department of Commerce.
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Table 1
Regional Wages and Employment in Montana’s Health Services Industry
Wages in
— Thousands of------1994 $
1992
1994
State of Montana
West region
Missoula
Flathead
Butte-Anaconda
Rural West
Northeast region
Cascade
Lewis & Clark
Rural Northeast
Southeast region
Yellowstone
Gallatin
Rural Southeast

910,689
316,096
137,955
69,371
53,983
54,787
261,704
123,101
63,792
74,812
332,889
223,825
42,102
66,962

1,023,741
348,947
149,190
77,597
55,219
66,941
278,572
125,100
69,173
84,299
396,223
253,582
46,740
95,901

— Employment----%
Change

1992

1994

12.4
10.4
8.1
11.9
2.3
22.2
6.4
1.6
8.4
12.7
19.0
13.3
11.0
43.2

27,240
9,547
3,596
2,120
1,696
2,135
8,407
3,512
1,887
3,008
9,228
5,872
1,091
2,265

29,888
10,298
3,759
2,267
1,745
2,527
9,156
3,815
2,070
3,271
9,942
5,648
1,192
3,102

%
Change
9.7.
7.9
4.5
6.9
2.9
18.4
8.9
8.6
9.7
8.7
7.7
-3.8
9.3
37.0

Source: Bureau of Economic Analysis, U.S. Department of Commerce; Montana Department of
Labor and Industry.

Table 1 shows employment and wage trends in Montana’s
Health Services industry. The sector is a major employer
statewide, accounting for almost 30,000 jobs in 1994—more
than twice the number employed by Montana’s forest products
industry and at significantly higher average salaries.

Table 2 shows a breakdown of wage and employment trends
within Montana’s health care sector. Note the boom in home
health and nursing care providers. Both employment and
payrolls in these two sectors increased dramatically between
1992 and 1994.

Health service job numbers grew by 8.1 percent between
1992 and 1994, making it (along with business, amusement and
recreation, motion picture, and social services) a major driver in
the rapid growth of service industry employment. Interestingly,
health service wage payments grew even faster than employ
ment (an anomoly among many service sectors), suggesting that
jobs in this category continue to offer relatively high salaries.
This pattern is especially strong in the urban service and trade
centers of Billings, Kalispell, and Missoula.

We'll provide a more detailed analysis o f this important Montana
industry in an upcoming issue o f the Quarterly. □

Stephen F. Seninger is the director o f economic research a t the
Bureau o f Business and Economic Research, The University o f
Montana-Missoula.

Table 2
Wages and Employment by Sectors in Montana’s Health Services Industry

HEALTH CARE SECTORS
Doctors’ offices & clinics
Dentists’ offices & clinics
Other health practioners
Nursing & personal care facilities
Hospitals
Medical & dental labs
Home health/outpatient care
Special outpatient facilities

1994 Wages
in Thousands
of 1994 $

% Change
from 1992
0994 $1

187,490
37,809
24,327
73,363
312,685
4,424
10,861
15,587

15.9
8.7
23.5
45.1
7.7
6.3
66.7
-8.4

1994 Jobs

4,598
1,890
1,344
5,520
14,107
218
892
839

Source: Montana Department of Labor and Industry; Bureau of Business and Economic Research,
The University of Montana-Missoula.
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% Change
from 1992

13.3
5.6
19.1
39.1
-4.3
25.3
79.8
-0.4

F O R E ST P R O D U C T S

M ontana’s Forest Products Industry
by Charles E. Keegan II I a n d D a n iel P. W ichm an
Figures 1 & 2
Nationwide Composite Lumber Prices 1986-1995

ontana’s forest products industry was
affected by weaker wood products markets
in 1995 and by continuing limited timber
availability. Down from record and near record levels of
1993 and 1994,1995 markets were affected by sluggish U.S
housing construction activity, weak building activity
abroad, and continued high imports of Canadian lumber.
Traditional foreign users of Canadian and U.S. wood
products—in particular, Japan—exhibited little demand in
1995, making sluggish domestic markets the best outlet for
N orth American lumber producers.
Lumber prices and production both declined in 1995
(Figures 1 and 2), so sales value declined as well for
Montana’s wood and paper products. As Figure 3 shows, the
1995 value was about $1.25 billion, down from $1.30 billion
in 1994 and 1993’s record $1.35 billion. One bright spot for
the industry was 1995’s generally improved paper prices.

M
Montana Lumber and Plywood Production, 1945-1995

Figure 3
Sales Value of Montana’s Wood and Paper Products, 1945-1995
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Although timber harvest declined by about 30 percent
(Figure 4), employment fell only slightly from 11,500 workers
in the late 1980s to 11,100 in 1994, and 10,900 in 1995 (Figure
5). In recent years, the employment per million board feet of
timber harvest has been substantially higher than the 1980s.
Several factors account for this, including:
• higher costs for timber and higher prices for
manufactured products,
• modification of logging practices to reduce visual and
biologic impacts,
• increased net imports of timber, mostly from other states,
• additional secondary manufacturing,
• expansion of the labor-intensive log home industry.

Figure 4
Montana Harvest by Ownership

Outlook
1996 should be a slightly better year for the industry.
However, performance depends on two crucial elements:
markets and timber availability.
We expect increased construction activity in the U.S. and
abroad, leading to higher wood products prices in 1996. Fur
ther, most analysts believe that timber and wood products
prices will remain substantially above the levels of the 1980s.
High prices offer potential opportunities to maintain or even
increase employment:
• encouraging more labor-intensive activities in the
industry, both in the woods and at milling facilities;
• allowing for more socially and biologically acceptable
harvest operations, which could stabilize o r even
expand the timber supply—especially on public lands;
• encouraging a relatively high level of harvest from
nonindustrial private lands (NIPF).
Increasing NIPF harvests have offset declines in industrial
harvest and led to near record levels of harvest from private
lands (Figure 4). The major factor reducing overall Montana

harvest levels has been the declining national forest timber
program—down by 70 percent since the last half of the 1980s.
We doubt that national forest harvests will return to those
levels, but some increase is possible given adjustments in harvest
design to deal with biological and social concerns, less volatile
markets, the recent salvage bill, and modification in the timber
sales appeal process. A consistent program at half the late 1980s
levels should sustain Montana’s industry. A loss of 20 to 30
percent of the industry is possible if the national forest timber
program disappears. □
Charles E. Keegan III is the director o f forest industry research
and Daniel P. Wichman is a research specialist w ith the Bureau o f
Business and Economic Research, The University o f MontanaMissoula.

Figure 5
Industry Employment, Montana, 1945-1995
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The Property Tax—
School Finance Linkage
by Stanley A . N icholson

roperty taxes pay many of the bills for public
N ew Rules for School Finance
elementary and secondary schools, as most
Montana’s school finance laws were fundamentally altered in
Montanans are well aware. In many parts of the
1989 and again in 1993, after the State Supreme Court found
state, property taxes supply about half of the total revenuethat systems for allocating education funds produced too great a
available for local schools, and for city and
disparity in school spending throughout the
county government operations. O n the
state. This degree of inequality was declared
other side of the ledger, schools often
unconstitutional, forcing lawmakers to revamp
account for about 60 percent of public
the system.
spending in local areas.
During regular and special sessions of the
It’s fair to say that the property tax is
1989 Legislature, lawmakers hammered out
Montana’s most important tax and K-12
several measures. They assesed a new 50-mill
education its largest public expenditure.
property tax statewide and directed that toward
Yet the current rules for school financing
K-12 education. They also removed most natural
are very complex, and the terms of its
resources from the property tax base and taxed
relationship to property tax rates even
them separately, hoping to spare these industries
more so. Moreover, each Montana school
from further property tax rate increases. Al
district’s situation is a unique combination
though legislators did fashion some school
of these complexities.
spending limits in the 1989 sessions, the key
The School Finance Project and this article are a direct
effect was to enhance school revenues via stateoutgrowth of our work with citizens in the Montana Fiscal
level actions so that education funding would become more
Forums Project, who expressed confusion and concern about
“equalized” throughout Montana.
the relationship between education funding and their
Four years later, legislators further revamped finance systems;
property taxes. The School Finance Project uses Montana
this time their efforts focused on control of spending. New
Department of Finance and Office of Public Instruction data
state-level rules set dollar limits in equalization “schedules.”
to build local profiles of property tax and school spending
Here’s how the system works. A Montana school district is
and revenue patterns. In this article we discuss recent
considered “equalized” if its adopted general fund budget is at
legislative changes and their effects, highlight some statewide
least 80 percent and not more than 100 percent of the dollar
trends in property taxation, school spending and revenues,
maximum fixed by the 1993 Legislature. State funding for
and then examine how these interact in the case of two very
individual schools includes a per-student allotment and a lump
different Montana school districts, Missoula and Roundup.
sum “entitlement” to the school itself.

P
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Figure 1
Montana Property Taxes Levied on Homeowners,
1989-1995

Allotments vary according to the size and type of school.
For one thing, smaller schools generally can’t achieve much
“economy of scale,” so their per student maximum is higher
than for larger schools. Elementary schools receive a $17,190
“school entitlement” and per student allotments between about
$3,200 and $3,300. Secondary schools receive a much larger
school entitlements of $191,000 and a broader range of per
student funds—between about $3,600 and $4,600. Special
education has a separate schedule.
As described above, the new financing system was not a
simple fix to the problem of inequality in Montana schools.
However, the 1993 Legislature wasn’t done yet. In special
session, it cut the newly established schedules by 4.5 percent
and allowed individual schools to restore up to 4 per cent of
their budgets if they could obtain voter approval of spending
proposals.
Montana lawmakers in 1989 and 1993 passed complex new
statewide formulas for school funding. Initially, new state
revenues were added, but recently, the state’s share of support
for many schools is declining. One important result of these
changes is the growing dependence of schools on property taxes,
especially local levies.

Property Tax Trends
Figure 2
Percentage Increase in Total Property Taxes Levied in
Montana’s Seven Largest Counties, 1989 - 1995

Sourca: Montana Department of Revenue
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Recently, economists and others from Montana State
University, the Bureau, and from the Fiscal Forums have been
conducting in-depth studies of the state’s property tax system.
The Quarterly has published several articles on the topic (see the
Autumn 1994, Spring 1995, and Autumn 1995 issues). While
the studies demonstrate just how complex our system is, they
also reveal several clear trends.
One obvious change is that property tax burdens over the
past decade have shifted from oil, gas and coal onto other classes
of property, most notably residential property. The data also
show dramatic increases in mill rates. The statewide average
doubled between 1987 and 1994, partly to pay for school
equalization and partly to offset lost revenues from oil, gas, and
coal.
Taxes on residential property owners rose 61 percent be
tween 1989 and 1995 (Figure 1). Three factors contributed to
this growth rate: reassessments, new construction, and tax rate
increases (mills). New school finance laws compounded the
pinch on homeowners and renters, as individual districts were
increasingly forced to seek local voter approval for spending
proposals. Thus, residential property taxes are rising on an
absolute scale, and local schools are ever more dependent on
them because unrestricted state level support is shrinking. (See
Figure 5.)
The overall pattern seems plain enough. But there are
literally hundreds of variants around the state. Each school
district has its own combination of property owners, tax bases,
mill levies, equalization schedules, attitudes toward and history
of education support.
Figure 2 shows the wide range of property tax increases just
within Montana’s seven largest trade center counties. Property

SCHOOL FINANCE
taxes in Cascade County grew less than 20 percent overall
between FY 1989 and FY 1995, while Gallatin County’s surged
by nearly 70 percent over the period. These are rates of increase,
remember; when you look at mill levels, some areas start quite
high and grow relatively slowly.
The final section of this article examines the property taxschool finance linkage over time for two quite different coun
ties, Missoula and Musselshell. This comparison underscores
the tremendous individuality of situations across the state. For
now, let’s turn to the other side of the linkage—spending and
revenue trends in K-12 education.

Figure 3
Status of School Spending Equalization in M ontana Schools,
1994 - 1996

School Spending and Revenue Trends
The school finance saga shows many of the same contours as
the property tax story. We see dramatic changes in the statewide
picture and tremendous variation among districts. Overall,
equalization efforts over the past several years have worked:
spending is more equal from district to district in Montana.
As shown by Figure 3, 82 percent of Montana students are
now (1995-96) enrolled in equalized schools, compared with 62
percent just two years ago. A few schools remain above the
spending maximum. But those below their spending bases are
rapidly coming into the “equalization zone.”
Figure 4 charts the growth rate in per-student spending over
recent years. A surge in spending came during the 1989 - 1991
period, and has since moderated. According to data from the
Office of Public Instruction, many Montana school districts’
growth rate in per pupil spending has now fallen below the rate
of general inflation.
We’ve discussed schools’ increasing dependence on the
property tax as a source of funding—especially district levies.
Figure 5 shows that dependence as a statewide trend. Overall,
property taxes provided 40 percent of all Montana K-12 school
revenues in 1991. By 1995, that portion had grown to 46
percent.
As more schools are “equalized,” any spending increases
(except for growing enrollment) must be paid for by district
property tax levies. Consequently, the portion of revenue
contributed by districts grew from 25.5 percent of the total in
1991 to over 31 percent by 1995. More than 70 percent of the
increased property taxes for schools is coming directly from
local districts.
As with property taxes, there are hundreds of variations on
these central themes. It matters if enrollments are rising or
falling. A school’s position in the school equalization structure
makes a big difference. And of course, a community’s support
for or defeat of a spending proposal has serious consequences
for school budgets.
All these legislative changes and shifting pressures render
confusion the norm—for citizens and school officials alike. Can
public education thrive when the road to civic involvement is so
full of pot holes? We can’t answer that larger question, but we
can see two increasingly apparent tension points, one localized
and the other statewide.

Source: Office of Public Instruction reports

Figure 4
Total Montana Public School Spending Per Student,
1989 - 1995
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Figure 5
Sources of Funding for M ontana’s Public Schools,
1991 and 1995

Source: Office of Public Instruction reports

Table 1
The Property Tax-School Finance Linkage
in Two M ontana Locales, 1989 - 199S
Missoula Co.
Property Taxes
Taxable value 1994
$141.1 million
Taxable value per capita
$1,647
Composition of tax base, 1994
Residential and commercial property
68%
16%
Business equipment
Ag land, minerals, railroads & utilities
16%
Mills
Countywide average, 1995
491 mills
Increase since 1989
98 mills
Total taxes levied, 1995
$69.3 million
Taxes levied per capita
$809
Taxes levied for education
$42.5 million
Education taxes per student
$2,960
School Spending and Revenues,
FY 1994 - 95
Current* spending per student
Elementary
High school
General Fund spending per student
Elementary
High school
District revenue
Elementary
High school
State revenue
Elementary
High school

Missoula Citv

Musselshell Co.
$7.2 million
$1,628
33%
16%
51%
370 mills
170 mills
$2.5 million
$553
$1.5 million
$1,730
Roundup Citv

$4,270
$5,703

$4,055
$6,140

$3,501
$4,703

$3,124
$4,365

$1,919
$2,843

$728
$1,729

$2,389
$2,948

$2,514
$3,767

* Current spending excludes facilities & debt service spending
Sources: Montana Department of Revenue and Office of Public Instruction.
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Tensions

schools are now under spending discipline which is similar in
effect to what counties and cities have experienced since the
voters put caps on property taxes in 1986. (Schools were exempt
from this cap by 1989 legislation.)
Will the new requirements connect citizens w ith their
schools in positive ways that benefit the community, or is this
essentially a strategy to reduce or restrain taxes? Montana’s
experiment w ith enhanced citizen control over school budgets
may supply answers to that question.

Local voters are being asked to make a tough call. If they
approve more funds for schools it likely means their property
tax bill goes up. Yet their property taxes are already rising, in
some cases quite smartly and for a number of reasons other
than school levies. And, in many cases, their income is stagnant
or falling.
Given such pressures, will they vote to raise their taxes for
schools? Especially when the data being used to justify in
creased school funding seems convoluted, contradictory,
A Tale of Two Counties and
perhaps even, given its complexity, non-credible.
The present school finance system also creates tension
Their Largest Schools
between statewide equalization objectives and local priorities.
Several observations about Montana’s evolving property tax
Per-student ceilings force some “high cost” schools to cut
and the new school funding system can be illustrated by
spending. That’s the case in
comparing two quite different
Missoula where declining elemen
communities. Missoula County
tary enrollments mean a smaller
is, by Montana standards, a
“Schools are now under spending
contribution from the state. This
populous (85,670) trade and
discipline which is similar in effect to
in turn has forced the school board
service center. Musselshell
to consider $1.3 million in budget
what counties and cities have experienced County is “rural” and sparsely
cuts over the next two years, a
since the voters put caps on property taxes populated (4,420).
painful, complex and public
Despite these different
process.
in 1986”
profiles, the two counties look
At the other end of the spec
quite similar in terms of their per
trum, state mandated per-student
capita property tax bases (Table
floors have forced some “low cost”
1): $1,647 for Missoula County
schools to increase spending and pay for at least a portion of
and $1,628 for Musselshell. But they diverge widely in tax base
these increases through property taxes local citizens haven’t
composition and history. Residential and commercial property
voted on. This is the situation for most schools in Ravalli
make up over 68 percent of Missoula’s base, while they account
County, several in Lake County, for Roundup, and many small
for only 33 percent in Musselshell County. Agricultural land,
schools throughout the state. Once “equalized,” these school
minerals, railroads and utilities have declined somewhat over
districts go back to asking local voters for approval of general
recent years, but at 51 percent still account for the bulk of
fund increases.
Musselshell County’s tax base.
How do school boards in this unenviable position explain
Total property tax collections have risen in both counties
the change from mandating property tax increases to asking for
since 1989—53 percent in Missoula and 2 percent for
them? This is a delicate matter, and many “low cost” districts
Musselshell residents. New construction and property apprecia
are demonstrating an understandable reluctance to go to the
tion accounted for about 21 percent of Missoula County’s
voters at all.
increase while rising mill rates accounted for about 25 percent.

Change on the Horizon?
Because of their size and inter-relatedness property tax
proposals and school spending decisions will occupy center
stage in Montana’s taxing and spending discussions. As of this
writing (April 1996), the Tax Policy Task Force has just offered
three tentative recommendations that could dramatically affect
this important linkage.
One would blunt or diminish the effect of property reap
praisals which go into effect in 1998. A second recommendation
would allow any municipality—not just resort communities—to
adopt a special purpose local tax. A third recommendation is to
have the Governor appoint a commission to work with citizens’
groups to develop a long-range tax reform strategy.
Observers of Montana’s fiscal affairs may recognize that

Already high, Missoula County’s average mills rose from 393 to
491 between 1989 and 1995.
Musselshell’s modest increase in tax collections can be
entirely attributed to a doubling of mill rates, from 170 to 340
and now close to the statewide average. This apprently simple
connection masks a complex set of internal changes in the
County’s tax base. Unlike Missoula, Musselshell County’s tax
base, historically dependent on natural resources, has been
shrinking. This reduced tax base has been somewhat offset by
the Local Government Severence Tax, but that now brings in
only half the 1991 figure.
How do the counties compare on a per person basis?
Musselshell levies $553 per person in property taxes. The
corresponding figure for Missoula is $809—a difference totally
attributable to Missoula’s higher mills.
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School spending and revenue patterns also illustrate some
key features o f the new legislation. Missoula’s elementary and
high schools are at their spending maximums (100 percent and
99 percent respectively). Roundup’s schools are at the other end
of the spectrum, just approaching their base (78 percent and 79
percent respectively). General Fund spending mosdy reflects
this difference in equalization experience.
If we take a broader measure of spending—including trans
portation, retirement, food service, athletics and extracurricular
activities—p e r student spending looks fairly equal at the
elementary level. But the relationship switches at the high
school level, where Roundup’s per student spending is 8 percent
higher. This difference is primarily due to the economy o f scale
effect mentioned earlier, and to the way schedules allow greater
spending for smaller high schools.
How do their funding systems compare? District property
taxes pick up more of the costs in Missoula; state revenues fund
more costs in Roundup. We need to work with data from many
more districts to understand just how this complex revenue
system is playing out.
Early reports o f the 1996 levy votes suggest that school
officials are making some headway with voters. But it’s anyone’s
guess what will happen as the dependence on property tax—
especially local levies—intensifies, more schools “hit the
ceiling,” and the internal tensions of this financing system
become more apparent. □

Stanley A .. N icholson is a consulting economist w ith the Bureau
and directs the M ontana F isca l Forums.
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Bureau o f B u sin ess and E con om ic R esearch
The Bureau of Business and Economic Research is the research and public
service branch of The University of Montana’s School of Business
Administration.
The Bureau is regularly involved in a wide variety of activities, including
economic analysis and forecasting, forest products industry research, and survey
research.
The Bureau’s Economics Montana forecasting system is an effort to provide
public and private decision makers with reliable forecasts and analysis. These
state and local area forecasts are the focus of the annual series of Economic
Outlook Seminars, cosponsored by the Bureau and respective Chambers of
Commerce in Billings, Bozeman, Butte, Great Falls, Helena, Kalispell, and
Missoula.
The Bureau also has available county data packages for all Montana counties.
These packages provide up-to-date economic and demographic information
developed by the Bureau and are not available elsewhere.
The Montana Poll, a quarterly public opinion poll, questions Montanans
about their views on a variety of economic and social issues. The Bureau also
conducts contract survey research and offers a random digit dialing program for
survey organizations in need of random telephone samples.
The Forest Industries Data Collection System, a census of forest industry
firms conducted approximately every five years, provides a large amount of
information about raw materials sources and uses in Montana, Idaho, and Wyo
ming. It is funded by the U.S. Forest Service. The Montana Forest Industries
Information System collects quarterly information on the employment and
earnings of production workers in the Montana industry. It is cosponsored by
the Montana Wood Products Association.
The Bureau’s Natural Resource Industry Research Program enables the
Bureau to continuously monitor Montana’s natural resource industries and
improve the public’s knowledge of them and their roles in the state and local
economies. This program provides easily accessible information about all the
natural resource industries. Sponsors are the Plum Creek Timber Company,
Montana Wood Products Association, and American Forest Resource Alliance.
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